








































































































































































































































































































BUDGET AND FINANCE COMMITTEE MINUTES
Council of the County of Maui

April 14, 2005

MR. TAKAMINE: About, about 100 percent, well minus this .2 million gallons.

VICE-CHAIR HOKAMA: Yeah. So that, so that would be about how many. . .what would be
the gallonage?

MR. TAKAMINE: Four. . .4.2, something like that. And again Molokai, that .005, we have
irrigation of the State that’s doing a roadway. They have that just, just before you enter
the town by the treatment plant on both sides of the road, they have the trees and
coconuts trees that’s used, using reclaimed water.

VICE-CHAIR HOKAMA: Okay. Thank you.

COUNCILMEMBER TAVARES: What’s their capacity? What, what do you produce there?

MR. TAKAMINE: That is an R-2 water.

COUNCILMEMBER TAVARES: And what’s the--

MR. TAKAMINE: Right now they’re running 220,000 gallons per day. The plant capacity is
300,000.

COUNCILMEMBER TAVARES: Okay. Thank you.
CHAIR KANE: Any further questions? Mr. Pontanilla.

COUNCILMEMBER PONTANILLA: So, Tracy, the increases that are being proposed would
efficiently, I guess, run your Department with no general funding?

MR. TAKAMINE: Yes, based on our projected revenues for the upcoming two years and our,
our CIP in operation and maintenance, if electrical costs, you know, that do not skyrocket
on us, then we anticipate that we should be able to properly do our work and, and pay our
bills for the next two years based on that increase.

COUNCILMEMBER PONTANILLA: Thank you.

CHAIR KANE: Thank you. Any further questions, Members? Ms. Anderson.

COUNCILMEMBER ANDERSON: Yeah, I'm confused. You’ve got the rate increase per
class--

COUNCILMEMBER TAVARES: What page?

CHAIR KANE: What page are you on, Member Anderson, so we can follow along with you?
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COUNCILMEMBER ANDERSON: Well, on ours it’s page 6.

CHAIR KANE: Of the handout, yeah.

COUNCILMEMBER ANDERSON: Right.

CHAIR KANE: Thank you.

COUNCILMEMBER ANDERSON: But you’re asking for a $17 rate increase? Is that correct?
VICE-CHAIR HOKAMA: Percent.

CHAIR KANE: Percent.

COUNCILMEMBER ANDERSON: Oh, 17 percent. So that 17 percent is, is. . .each one of
these rate increases equal 17 percent. . .I mean, you know, per each class?

MR. TAKAMINE: Not exactly 17 percent. It depends on, it depends on the flow and, and some
other factors, but the average is 17 percent. For example, single family they’re actually
going to see an increase of...14 percent, multi-family they’re looking at 15 percent.
When you get down into the non-residential, then you start seeing the 18 and 17 percent
range, but on average it’s 17 percent.

COUNCILMEMBER ANDERSON: Okay. And that non-residential base rate increase from
8.50 to 10, that’s calculated. . .did you say already into your rate increase it shows here?

MR. TAKAMINE: Not, not on my handout. I did not put the base in there, again, because the
commercial numbers, if you look at it, it’s just a per 1,000 gallon rate. It’s not
a. . .monthly rate. So the base increase is, we’re looking at 18 percent, from 8.50 to $10
is 18 percent.

COUNCILMEMBER ANDERSON: And so we can add what? And that base rate is per 1,000
gallons?

MR. TAKAMINE: No, that’s just the one, the base rate, one time fee.
COUNCILMEMBER ANDERSON: Just that it--
MR. TAKAMINE: Correct.

COUNCILMEMBER ANDERSON: --that’s just it? Okay. So that would be 1.50 added on to
whatever their increase is.

MR. TAKAMINE: Yes. And then, then after that it’s per 1,000 gallons. So if they use, how
much volume they use it’s just a strict multiplication factor.
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COUNCILMEMBER ANDERSON: Okay. Then I wanted to ask that. . .back on page 2. . .you
talked about how, what regulates the fees and the purpose of the fee and. . .fees. Will this
increase, in other words this is the only. . .these, these fees are the way you fund your CIP
projects?

MR. TAKAMINE: Some of our CIP projects are funded by bond float and also State Revolving
Fund, but I guess in terms of when, when. . .debt service it’s funded, debt service is

funded through these sewer user fees and CIP.

COUNCILMEMBER ANDERSON: Debt service only? What I’'m getting at, Mr. Takamine,
is. . .are we asking current users through rate increases to fund expansion for future use?

MR. TAKAMINE: 1 guess I need clarification. Are you talking about like expanding the
treatment plant and paying for that now or. . .?

COUNCILMEMBER ANDERSON: Yeah, any expansion for future use, for future users rather
than current users.

MR. TAKAMINE: If, if we do expand a facility, we mostly likely would, and it’s required by
DOH, is set up an assessment fee for that expansion and the new peop..., new customers

that tie on pay for that expansion based on the assessment fee.

COUNCILMEMBER ANDERSON: Okay. So we’re not asking current users to fund any
expansion?

MR. TAKAMINE: No. . .not, no.
COUNCILMEMBER ANDERSON: Okay. Thank you.
CHAIR KANE: Thank you. Any further questions, Members? Mr. Pontanilla.

COUNCILMEMBER PONTANILLA: Just for clarification. On the single family you said that
today most families are paying the 31.25. . .the maximum?

MR. TAKAMINE: About 75 percent, 75 percent.
COUNCILMEMBER PONTANILLA: Okay. Thank you.
CHAIR KANE: Further questions?

COUNCILMEMBER TAVARES: Yeah. Excuse me.

CHAIR KANE: Ms. Tavares. --(CHANGE OF TAPE)--
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COUNCILMEMBER TAVARES: .. .350 gallons per day is domestic consumption?

MR. TAKAMINE: Three hundred fifty gallons per day is what is discharged into the sewer
system.

COUNCILMEMBER TAVARES: That’s what your assumption is, that it’s going to be
discharged to the sewer system?

MR. TAKAMINE: Correct.

COUNCILMEMBER TAVARES: You don’t want to do it the other around and say “x” should
be for irrigation up to a maximum, then the rest is domestic and discharged to the sewer
system?

MR. TAKAMINE: Well, I mean each individual family might. . .one, one might use, let’s see,
9,000 gallons, but another household might use 30,000 gallons.

COUNCILMEMBER TAVARES: Uh-huh.

MR. TAKAMINE: So basically what we’re saying is we’ll just take that 9,000, anything above
that would be irrigation. We don’t know how much irrigation he would use.

COUNCILMEMBER TAVARES: Yeah. Well--
MR. TAKAMINE: He could’ve left his faucet on and. . .for two months--

COUNCILMEMBER TAVARES: --well, the point I’'m making is that most of the. . .I mean we,
I am surprised that there would be 350 gallons per day used by some of these houses. As
you see a lot of the homes are being built up and built up. . .they, in fact they’re reducing
the yard size because they’re building out to the setback. So their irrigation would
probably remain constant, but the number of people they have in the household increases.
So have you looked at flipping that and saying we’ll allot “x” amount per square footage
of yard or per lot depend, you know, because of the. . .its lot sizes, especially residential,
are determined what the setbacks are, and then we know what an average lot size is for
each subdivision and then allot so much for irrigation and then the rest should be in the,
in what goes into your system.

MR. MIYAMOTO: The, the 350 gallons per day that Tracy’s citing is generally a number that’s
used for capacity allocation for the plants.

COUNCILMEMBER TAVARES: Uh-huh.
MR. MIYAMOTO: Generally when you have a single family, that’s how much you allow for

that particular unit. The, the method you’re suggesting is probably the next generation in
this rate study that they have, that Black and Veatch has, has. . .
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COUNCILMEMBER TAVARES: Uh-huh.

MR. MIYAMOTO: .. .developed. I know I think something like that is developed for Water
Department. So it’s the next generation of being a little bit more detailed. It’s certainly
going to cost a lot of money to gather a lot of that data because household size 1s, is very
hard to predict and to, to collect data on, but something that down the road, I think,
maybe in the next rate study that they do, they may look at (inaudible due to
interruption)--

COUNCILMEMBER TAVARES: Have you done, have you done a comparison or somebody
gonna do a comparison on what the cost would be to put in two meters at each, at each
residential area to determine for sure what the agricultural or non-domestic use is on
separating that out from. . .you know, dom..., agriculture--

MR. MIYAMOTO: Yeah.

COUNCILMEMBER TAVARES: --oh, not agriculture, but irrigation, landscape, that sort of
thing?

MR. MIYAMOTO: Yeah, some of the bigger hotels actually do have dual meters where they
separate an irrigation meter out with their, their other uses. But at this point we have not
done any study or. . .

COUNCILMEMBER TAVARES: Uh-huh.

MR. MIYAMOTO: ...to try and determine that, but that’s I think something that’s being
recommended in the next series of rate studies that they do. They may get a little bit
more detail and suggest maybe that type of an approach.

COUNCILMEMBER TAVARES: Yeah, ‘cause I’'m just looking at our housing situation here
and we know that families are doubling and tripling up. That means it’s going to, it’s
putting a strain on the system, wastewater system that’s not being recognized and
compensated for.

MR. MIYAMOTO: Okay.
CHAIR KANE: Questions? Ms. Anderson. . .can we recognize Ms. Johnson? She’s. . .

COUNCILMEMBER JOHNSON: No, I'm just piggybacking on what Charmaine was
mentioning and my question has to do with in properties that are similar to the one that I
live at where we’re not on County water system, we’re on let’s say Kaanapali or private
water system, we have no dual metering system and what we do is basically everything
that we use that goes on our landscape is potable. How do you determine or how do you
come up with a rate adjustment because so many of our owners are absentee, the majority
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of our water is used, you know, we have 40 acres so it goes on the golf course or, or not
on the golf course, but it goes on the land that surrounds our buildings. How do you
compensate for those kind of situations?

MR. TAKAMINE: For Kaanapali, Kualapuu and Lanai we have flat rates because, as you
mentioned, we don’t have control of those water meters. So, for example, in Kaanapali,
Kualapuu and Lanai, the flat rate currently is $29, it’s going to go to 33 for single family;
multi-family, 24.90 to 28. Honestly, I can’t tell you how these numbers were developed
way back when, but they’re just strictly a flat rate based on each individual home and not
based on the water consumption. I have to get back with you on how, how we developed
it back then ‘cause I don’t know the answer to that.

COUNCILMEMBER JOHNSON: Yeah. And the only reason I ask it is because, you know, if
there is an incentive to do, I guess, a dual waterline system where we could actually use
the reclaimed water to do our irrigation, I think what would be helpful for us particularly
in our property where we would be willing to actually invest in the dual, you know, line
and use the reclaimed water. I mean obviously it would help us a big, you know, a big
percentage. So our water bills are massive. . .as, as well as our sewage bills. I, I think
from that perspective I think it would help us, you know, to know what is the cost benefit
ratio. And I don’t know about other properties, but all I can do is look at well, what’s the
incentive for us to go and make use of the reclaimed water which also helps you because
it doesn’t have to go into injection wells. And how can we work together to actually have
it be a mutual benefit so that it’s, over time it’s a cost savings for us? So I guess that’s
what I'm trying to figure out. So any kind of guidance that you could give to whether it’s
our property or other similar properties, I’m sure we’re not the only ones. So I, I would
really appreciate that. Thank you.

CHAIR KANE: Ms. Anderson.

COUNCILMEMBER ANDERSON: Thank you. You mentioned a rate study. When was there
a rate study done?

MR. TAKAMINE: I don’t have the exact date. Back in the early 1990s we hired Black and
Veatch as a consultant. They developed a, let’s see. . .I think it was early, must’ve been
the early. . .about 1990 ‘cause since 1993 we’ve had several rate increases. And therr,
their study actually recommended that we increase our rates every two years to keep up
with inflation and, and increase in maintenance cost. However, that hasn’t happened, you
know, based on funding and, and elections.

COUNCILMEMBER ANDERSON: . . .(chuckle). . .
MR. TAKAMINE: So does that answer your question?

COUNCILMEMBER ANDERSON: So you, you used that rate study as a foundation for these
rate increases?
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MR. TAKAMINE: That, that is correct and, and we, we again mentioned, I mentioned to you
we do use their model that they developed and when they came to the County and looked
at all our facilities, looked at the cost of operation and, and developed this model
specifically for Maui County.

COUNCILMEMBER ANDERSON: Okay. Thank you.

CHAIR KANE: So, Mr. Takamine, is this model accurate since it’s from the early ‘90s and here
we are in 2006 Fiscal Year Budget and we haven’t followed, and you just said by your
own admission that we haven’t followed the model. So how accurate is it and how, how
can we rely on it?

MR. TAKAMINE: I believe it’s fully accurate that we’re still in touch with the consultant. I
mean they’re, they’re not gone. In fact whenever we have problems with the software,
we, we call them up, they come in, and I believe they’ve been back at least once or twice
to update the model. Based on, again, their two-year projection, you know, there was a,
there was a constant rate increase proposed, but because we didn’t follow it. . .like, like I
said, back in 93 we had a 45 percent increase, 95 it was 13 percent, *97 it was 1 percent,
’99 it was 29 percent. So we’ve made up ground by, by increasing the rates I guess
higher than what they recommended if we had been doing it consistently on a two-year
basis, and I guess since 2000 we have been self-supporting. So we’ve, we’ve moved
from General Fund support to year 2000 and we’ve been able to maintain our
self-sufficiency based on our projected revenues, expenditures and, and we’ve, I believe,
so far, you know, we’ve been pretty good in terms of spending what we asked for and,
and meeting the budget based on what we asked for. I mean we haven’t gone back to the
General Fund since 2000 to, to bail us out.

CHAIR KANE: Do you see, do you see us being able to achieve this self-sustainability or, or
reliance upon this fund or non-reliance on General Fund, but with more of an incremental
approach? I, I...it just comes back to Mr. Hokama’s comment about here we are we
going get one 17 percent, we’re tied to water, it’s 12 percent, we’re going to look at
approximately a, almost a 30 percent raise and the people are going to get nailed in a time
when we’re dealing with--and it’s not your problem, it’s a we problem--of assessments,
etcetera, etcetera, everything is going up all at once. And so for us it’s a lot simpler to, to
swallow the medicine when we have incremental raises of single digits. So that model
does it, in the every two year. . .increase, is it by how much, that two year model? Does
it give you an average increase to, to keep up with. . .with not relying on General Fund
subsidy?

MR. TAKAMINE: I don’t recall the exact numbers back when it was done but, you know,
things change. You know, when the model was developed, I'm sure it didn’t take mto
account the, the, the large amount of expenditures that we’ve done since the consent
decree came about and, and we’re looking at some other major CIP projects just because
of the age of the system, and all our facilities are all 30-plus years old and they’re hitting,
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hitting the point where we’re looking at major expenses upcoming in the future years.
And, and if we come up with the Central Maui study and it says that we need to move
that facility and build a new facility, we’re talking, you know, hundreds and millions of
dollars. So that will, again, impact sewer user fees or determine, we’d have to determine
how we’re going to fund that and it might, might be more than that average 2, 2
percentage per year. But if, if we can get that, you know, I, I would say that’s a good
way to go because then I can look at what we’re going to get, and I, I know that we’re
going to have an increase every two years. So if we can (inaudible) more consistently
plan how to, how to make. . .expand the facilities or, or change our facilities or expand
facilities instead of trying to come in and ask you for the increase, and if we don’t get it,
then I gotta fallback and, and determine well, we’re not going to fix something this year,
you know, and things start, things start piling up and then we, we get into a catch-up
mode instead of a preventative maintenance mode. And, and I guess that’s the key. If, if
I know that every two years we’re going to get a certain percentage increase, I can get
into preventive maintenance mode and, and project changing out motors and pumps, you
know, when they hit their life expectancy because I know that I’ll have funds available
to, to do that.

CHAIR KANE: Relevant to this proposal if this body or, or, more importantly, if the public
could see every year it’s going to go up 4 percent, 5 percent, whatever, but they see over
a period of time what it’s going to go up and why it’s going to go up, it makes it a lot
easier it seems, theoretically, for the public and this body who represents that public to, to
keep with those incremental steps. And I guess that would be need, that needs to be done
via some sort of working plan that we can have a discussion outside of this mode that
we’re in now. As it is based on the earlier remarks, Mr. Molina as well as Mr. Pontanilla,
the past and present chairs of, of the Committee had no idea this was coming, and which
kind of threw me was that you’ve talked about the recycled water support from the
community and yet here’s the body that’s going to have to support you on the rate change
and we haven’t heard a word until this proposal was given to us on March 15™ and it’s a
17 percent one to boot. So, you know, I, I...so the question then becomes because
you’re looking out for a two year increase, this is going to accommodate you for the next
two years, can we look at an alternative where the rate increase is not so high this fiscal
year budget knowing that next year we could look at an incremental increase to again
achieve your two year goal of, of, of self-reliance?

MR. TAKAMINE: Iwould say we, we could look at that. Again, that 17 percent was based on,
on covering two years. I guess what we look at also is that, you know, it’s a fact of life,
next year is election year and whenever we come in during election year, you know, it’s a
lot harder to get money and, and--

CHAIR KANE: Well, this body has demonstrated that it can raise rates in very tough times.
We’ve done it twice. So over the past six years that I’ve been here individually, and 1
won’t speak for anybody else, we’ve had to face those serious issues because we had to
do what we had to do and make sure that we keep moving forward for this community.
So anyway, Il get off the box, Members. Sorry. Mr. Molina.
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COUNCILMEMBER MOLINA: Thank you, Chair. Mr. Takamine, I don’t know if you have
the data available with you, but how does this proposed rate increase compare to what,
what the counties are looking at? Iknow, I understand Oahu is looking at a rate increase
as well.

MR. TAKAMINE: I don’t know what the exact rate increases are, but I can tell you that
currently in comparison to the other counties, Kauai County charges a flat rate of $45 per
single family home. That covers the operation and maintenance and SRF loans. It does
not cover any debt service for capital improvements. That’s covered under General
Fund. So they have, again, a $45 flat rate. Hawaii County, they have a $27 flat rate and
that only covers operation and maintenance. None of their capital improvement costs are
paid for out of the sewer user fees; it’s all paid out of the General Fund. In Oahu, they
pay a flat rate or they pay a base rate of 24.85 and a per 1,000 gallon rate of $1.05 per
1,000 with no cap. That means if you use water in your yard, you’re paying, you’re
paying exorbitant amount of money, and their funds cover, cover similar to ours, it covers
everything--O&M, debt service, and SRF loans. And I understand they’re going up by
25, 30 percent increase.

COUNCILMEMBER MOLINA: Thank you.
CHAIR KANE: Thank you. Mr. Pontanilla followed by Ms. Anderson.

COUNCILMEMBER PONTANILLA: Thank you. So...you became self-sufficient back in the
year 2000 up to 2003--

MR. TAKAMINE: That’s correct.

COUNCILMEMBER PONTANILLA: --and from 2003--

MR. TAKAMINE: Up to 2005 actually we’re still self-sufficient.

COUNCILMEMBER PONTANILLA: Self-sufficient up to. . .oh, okay, fine. I thought it was
up to 2003, and the question I was going to ask you was that from 2003 to 2005, you
know, what the Department had to not do to maintain your self-sufficiency? But since
you’re self-sufficient up to 2005, then forget about the question.

CHAIR KANE: Ms. Anderson.

COUNCILMEMBER ANDERSON: I was wondering if you could provide us with a history as
of 1990 to now when, when and how much the increases have been? You gave us a brief

verbal overview of that and I think that would be helpful.

MR. TAKAMINE: You, you want it in writing or do you want it now?
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CHAIR KANE: It’ll probably be better in writing, Ms. Anderson.
COUNCILMEMBER ANDERSON: Yes, please.

CHAIR KANE: So we’ll just get a response. We’ll make sure the question goes and. . .I guess
the question becomes, Ms. Anderson, how much level of detail do you want them
to. . .because as you can see on the three pages for the Sewer Fund and the amount of
rates that there are, it can get into some level of detail. And so depending on how--

COUNCILMEMBER ANDERSON: T just think that percent, the overall percentage is fine--
CHAIR KANE: Okay.

COUNCILMEMBER ANDERSON: --just as you, as you just described, Mr. Takamine, in this
last go-around.

CHAIR KANE: Based on (inaudible due to interruption)--

COUNCILMEMBER ANDERSON: ‘Cause I know in 19. . .you mentioned in 1998 there was a
29 percent increase. So, I’d just like to see the historical background on that.

CHAIR KANE: Okay. We’ll get that question out, Ms. Anderson. Thank you. Mr. Hokama.
VICE-CHAIR HOKAMA: No question, Chairman.

CHAIR KANE: Okay. Any, any further questions in this area, Members?
COUNCILMEMBER TAVARES: No.

CHAIR KANE: Members, without objections, the Chair is going to request if they can show us
an alternative, an incremental approach versus the 17 percent that’s going to cover the
next two years, just so it’s something that we can look at and possibly consider at the
deliberative stage. So we will send that request in writing and ask the Department to
respond and see if they can make some adjustment for that. Members, any further
questions, please forward it to the Department and we’ll get a timely response.
Ms. Tavares.

COUNCILMEMBER TAVARES: Yeah, Mr. Chair, just a follow up on what you said.
Probably the worst tax we ever put on people was the gas tax and we did that in an
election year.

CHAIR KANE: Yeah, 5 cents.

COUNCILMEMBER TAVARES: Five cents a gallon.
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CHAIR KANE: Thank you. So, Members--

COUNCILMEMBER TAVARES: And we all made it back.

CHAIR KANE: --without further comment, I think this is. . .we’re good until Monday morning,
9 o’clock, Members. Tomorrow we have our Council meeting with Mr. Hokama and our
agenda is ready to go on that. We have a few interesting items. Tonight we have this
being used. Have a greet weekend, Members, and get ready for budget next week.
Mr. Hokama.

VICE-CHAIR HOKAMA: Chairman, again thank you. Just to ask the Members if they are able
to, to please participate and enjoy the celebration of our 100" birthday as a County
government, which I believe will start at 5:00 p.m. this evening in these very Chambers.

Thank you, Mr. Chairman.

CHAIR KANE: Thank you. Any additional questions or comments? Hearing none, Members,
this meeting for April 14™ 2005 is adjourned. . . .(gavel). . .

COUNCIL MEMBERS VOICED NO OBJECTIONS.

ACTION: DEFER pending further discussion.

ADJOURN: 4:02 p.m.

APPROVED:

DAIN P. %
Budget and Finance Commi

bf:min:050414 Transcribed by: Tammy M. Frias
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